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A SHORTCUT METHOD OF DETERMINING REASONABLENESS 
OF ASKING PRICES ON TODAY’S MARKET 


HE salesman, the appraiser and the mortgage lender are all interested in 
determining whether an asking or a selling price on today’s market is 
reasonable. 


Frequently, real estate salesmen are loaded down with listings which have been 
taken at prices out of line with the market. Money is wasted on advertising and 
sales effort. In the end it may result in an offer so far below the listing price that 
the owner, who has been encouraged to believe that the listing price he gave was 
reasonable, either withdraws from the market or clings to his previous ideas of 
value until he becomes finally convinced that the market will not bring the price at 
which the real estate man accepted the listing. 


The appraiser is quite frequently limited in a particular neighborhood by the 
lack of recent “comparable” sales. The few sales that may have taken place are 
generally of properties which are dissimilar in architectural design, size and 
location, and it becomes quite difficult to estimate the probable value of the 
particular property from the sales of a few others which are totally dissimilar. 


The mortgage lender is always thinking of the soundness of his investment. 
If the property is overvalued in a rising market, the results may not be serious, 
but if a property is overvalued after the market has turned and is starting down, 
the value of the property may not stay ahead of the mortgage loan. 


The table on the next two pages of this report shows the average relationship 
of present selling prices of single-family residences to their selling prices in any 
period since 1908. The figures in this table are based on properties which 
are well maintained in neighborhoods which have had no change in use or deteriora- 
tion through the infiltration of different racial or economic groups. 


In order to use this table it is necessary that the selling price of the property 
in question be known at some time in the past, or that the selling price of a nearly 
identical property in the neighborhood be known for some time in the past. It can 
only be used on properties where no majoralterations have been made since the last 
sale of the property. It assumes, however, that good maintenance has taken place 
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AGE OF PROPERTY 


and that the property is relatively in as good condition as it was at the time of the 
previous sale. It also assumes that the last known sale of the property took place 
at the average of the market. If the sale at that time was at a price below the 
market, the present sales price arrived at by this method will also be belcw the 
market by about the same percentage. If, because of peculiar circumstances, the 
last sale of this property took place at a better price than the average, then the 
price arrived at by the use of this table will be above the market by about the 
same percentage. 


The selling price arrived at from the table can be checked against the chart 
above if the replacement cost new of the entire property is available. By entire 
property is meant the replacement cost of the building, the land, driveways, and 
walks, planting, etc. On the average at the present time a single-family residence 
will sell for the percentage of its replacement cost new shown on this chart. 


Of course, I realize that in many cases neither the table nor the chart will 
take the place of the judgment of an appraiser, but, on the other hand, if the table 
and the chart give a somewhat similar value, and this value is also in agreement 
with the judgment of the individual examining the property, his judgment is con- 
firmed by the average sales experience and the average depreciation allowances. 











